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CERTIFIED idATi 

Dear AppS icant  : 

We b;?;rp, c.onside,red your 2,npl i ~ s t  ion f ~ r  tau-~ugmpt 5I-al:r_~s \m-&r ~er_tion 
501 (c) (3 )  of the Inter'nal. Revenue Code. 

'he purposes stated i n  your Articles of Organization are t o  provide assistance 
to area residents i n  assessing services,  products and educational 
opportunities; and t o  provide a  ref:=^-ral service to area residents i n  s tar t ing  
and operating hme based businesses. 

The illformation submitted indicat-!s tha t  your a c t i v i t i e s  w i l l  consist of 
providirq the local commur~ity with a r e fe r ra l  service far obtaining consumer 
services such a s  maid services, day care services, painting services, etc. ,  
and the organization a l so  provides assistance to  individuals i n  the cola~unity 
who are e i the r  operati;@ a home based business or  a r e  in the process of 
s tart ing 3 llome based busirless. 

Tlle referral  and information service a:. r f v i t i e s  consist of se l f  employed 
persons or home based businesses o r  indiv i ,lba I s sending their  business cards, 
f lyers ,  or any other informatiorl regarding tnci r  business or service to the 
orga~lizatiorl for  the i r  f i l e .  The organ:zation gives out their  numbers ard the 
c l i e ~ i t s  make thei r  own arrangements. 

The assistance provided to individuals i n  the  com.uniy who are operating or  
s tar t ing  a home based business a r e  I~lformatioa Nights, Support. Groups fo r  
individuals wishing t o  s t a r t  t h e i r  own business, newsletters, booklets and 
bullet ins from the University of *********** , Individual Counseling, 
********  *****  * peakers from the ***** ******* *********** *****  ** 
****** *********** . 

Section SOl(c)(3) of the Code provides, i n  part,  for the exemption from 
Federal income tax of organizations ~ r g a n i z e d  and operated exclusively fo r  
d t ~ r i t a b l e ,  r ~ _ l i g i ~ c = ,  ~ ~ i ~ ~ t i f i ~  nr eA_'lr_=ti~*1 ~I~TQ_E-KS, ?art of the net 
earllings of which inures t o  the  benefit of any private shareholder o r  
individual. 



111 order  t o  qualify under IllC 501(c)(3), an organizativh must be both 
"orgar-rized" and "operated" exclus ive~y for  one o r  more pu-oses specified in 
that sectiorl. If the orgbnization f a i l s  to meet e i ther  The organizational 
test o r  t h e  operational t e s t ,  i t  is not exempt., (Regs. I .  501(c) (3)-I (a)  (I)) .  
Tl~e orgailizafional test re la tes  ,tc the ru les  for governing an  organization and 
tile purposes s t a ted  i l l  its a r t i c l e s  of organization. The opel-ational test 
re la tes  to t h e  organizat ion's ac t iv i t i e s .  

Section 1.501(c)(3)-1 ( c ) ( l )  cjf the Regulatiofi s t a t es  t:ha r: if more than an 
illsubstant ial p a r t  of an organizat ion 's  a c t i v i t i e s  is not i n  furt~herance of 
exempt purposes, t h e  organization w i l l  not be regarded as exempt. 

I11 Better Business Bureau v. U.S., - 326 U.S. 279 (1945), the  Suprtme Court 
stated that the presence. of even a sir,g.',e, non-exempt purpose, i f  more than 
i.nsubstantia1 in nature, w i l  I defeat exemption under Section 501 (c) (31 of the 
Code, regardless of the manner or  importance of the truly exempt purposes, 

Sectio~l  1.501(c)(3~)-l(d)(l )[ii j of the Regulations provides, in p a r t ,  that an 
organizat.ion is not organized or operatea eiclusively for  one o r  more of the 
purposes mentioned in section 5Ol.(c) (3) of the Code :mless i t  serves a public 
rather tllarl a pr ivate  interest .  An organization nay not b e  exempt if i t  is 
operated for the benefi t  of private individuals. 

Section 1.501(c) (3)- l (d)  ( 2 )  of the Regulations provides t h a t  the *.WID 
" c h a r i t a b l e "  includes re l ief  of the poor and d i s t ressed ,  advancement of 
education and science and the proxoeion of social welfare designed to 
accomplish any of ,the above purposes. 

Section I .  50l(c)(3)-l(d)(3)  of the Regulations provides, in p a r t ,  t h a t  the 
term ''educational" relates to  the instruction of the public on subjects useful 
to the individual and beneficial to  the community. Museums and schools are 
included in the exa~nples of educational organizations which, if they otherwise 
meet t h e  requiren~ents of section 501 ( c ) ( 3 )  of the  Code, may qua1 i f y  under this 
section. 

Revenue Kul ing  8 0 - 2 3 7 ,  1980-7. C.B. 185 s t a tes ,  i n  pa r t ,  tha t  a nonprofit 
I a b r y e r  referral service  arranges a t  the request of any member of t h e  public an 
initi a 1  h a 1  f -hour appointment for  a nomina; charge with a lawyer whose name is 
oa a m  approved I i s t  maintained by the organization. Any further contact 
be!ween the  lawyer and the c l ient  is arranged without the involvement of the 
orgarrizati.on. 'The refer.ra1 service is not exempt under section 501(c)(3) of 
the Cde, because the lawyer refer ra l  service did not confer a charitable 
benefit ar t h e  comunj.ty. 



Section l . S O l c ) ( - I ( d l ( i .  of t h e  Regulations s t a t e s ,  in  pa r t ,  tha t  an  
orgaiiizatioli may not be exempt i f  it j.s operated fo r  the benef i t  of pr iva te  
individuals ,  Your r e f e r r a l  md information service a c t i v i t i e s  and assis l :mce 
a c t i v i t i e s  serve  a p r iva te  in te res t  t o  se l f  employed persons o r  home based 
busiiiesses rather  t h a n  a pub1 i c  in te res t .  

Section 1.503 <c)(3)  -(d)(Z) o f  the Regulations provides what t h e  term 
l lchar i tab le"  inc ludes  the conducting o f  a r e fe r r a l  service is  not a char i tab le  
a c t i v i t y  and 1:he conduc t i r~  of a referral  service f o r  self empl~ved 
indiv iduals  o r  home based individuals is not char i tab le  because self em;,loyed 
indiv iduals  and home based businesses are  not considered a chari table  cl i~ss cf 
indiv iduals ,  

Section 1.501(c)(j)-l(d) (3 )  of the Regulations provides, i n  p a r t ,  what t h e  
term "educational1' means. The information Nights, Suppor: Groups f o r  
i l ldividuals wishing t o  !itart their  own business,  newsletters,  book'de ts and 
buf l e t i n s ,  Individual  Counseling, Mini-trade shows, and speakers f o r  
i ~ x i i v i d u a l s  in the community who are  operating or s t a r t ing  a home based 
business are conducted f o r  t h e  private benefit  of s e l f  employed indi7riduaJ s 
i u ~ c l  h o m e  based business and a r e  not  t o  ins t ruc t  the public on subject useful 
t o  the ind iv idual  and beneficial  to the community. 

The re fer ra l  and information services and assis tance a c t i v i t i e s  f :or the 
benefit of s e l f  employed individuals  and home based businesses a r e  not 
c s h u i d e r e d  cha r i t ab le  or educational under 1,R.C. 501(c)(3). As s t a t ed  in  the 
Better aus iness  Bureau v. U.S. court case, t h e  presence of even a s ingle,  
no=-exempt purpose , if more than insubstantial i n  nature,  wil l defeat 
exemption under Section 501(c](3). 

Accordilqgly, we conclude tha t  you do imt meet: the requjremen?~ f o r  exempt 
s t a t u s  under s e c t i o n  501 (c)(3)  of t h e  Code and propose to deny your request 
for exemption under that s ec t  i on .  

1Je have also determiried tha t  you f a i l  to  qua1 i f y  for  exempt s t a t u s  undel. any 
o t h e r  subsec t ion  of IRC 50l(c).  

You are required to f i l e  a taxable r e t u r n  Form 3120 o r  1041 with the D i s t r i c t  
D i rec to r  of I n t e rna l  Revenue Service. Please send the  return t o  the Internal 
Revenue Service, P.O. Box 1680, General Post M f i c e ,  Brooklyn, NY 11202. 

Contributions made t o  you a r e  not deductible by t h e  donors a s  char.itab3e 
corltrib~xtions as defined i n  sect ion 170(c) of t h e  Code. 

If you d o  not a,grec. with t h i s  SeLiiit~iiration, you may request a Conference with 
tlxe Regional D i rec to r  of Appeals by protest ing i n  accordance with the enclosed 
i n s t r u c t  ions within 3 0  days. 

P ro rescs  submii:rea ~dhicn do nor contain aii  the docmentation s ta ted  ill t he  
i n s t r u c t  ions w i l l  b e  returned . for  completion. 
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.-i. r -  

If w e  do not hear from you within t h a t  time t h i s  d e f - e n i n a t i o n  will be 
co~lsidered f ina l  and the appropriate S ta t e  Off ic ia l s  will be not:ified. 

If you do llor protes t  t h i s  proposed determination i n  a timely manner, i t  w i l l  
e co~lsidereci by the Interrlal Revenue Service. as a f a i l u r e  to  exhaust 
avail able administrative remedies. Sect i on  7428(b) (2) of the Internal Revenue 
Code provides i r l  pe r t  tnat: "A declaratory judgment o r  decree under ..his 
sect ion s h a l l  not be issued i n  any proceeding un3ess the Tax Court, the Cjaims 
Court, o r  the district court of the  United States  f o r  the Di:.trict ol Colm'aia 
determines t:hat the organization involved has exhausted administrative 
remedies avai labl  c t o  i t  within the  Internal Revenue Service." 

Sincerely yours, 

******  ** * * *  ** 
D i s t r i c t  Director 


